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On Sept. 27, Argentina and Great Britain signed an agreement to cooperate on oil exploration and
exploitation in the waters around the Malvinas (Falkland) Islands. The accord covers the distribution
between the two countries of royalties levied on oil profits but does not attempt to resolve the
bitterly contested issue of sovereignty over the islands. Both countries claim ownership of the
Malvinas which Argentina calls the Malvinas and they fought a brief but fierce war over their
mutual territorial claim in 1982. Since 1990, when Argentina and Great Britain restored postwar
diplomatic relations, they have skirted the sovereignty issue to concentrate on practical matters. As
a result, the two countries have been able to sign several agreements on such questions as maritime
conservation measures and fishing rights in the South Atlantic area around the Malvinas (see
NotiSur, 01/14/93 and 04/22/93).
Bilateral relations were strained, however, with the growing evidence that commercially viable
quantities of oil and natural gas were located near the Malvinas and the southern Argentine
province of Tierra del Fuego. A report by the British Geological Survey Institute suggested that great
potential exists for finding oil deposits in the region, possibly as large as Great Britain's North Sea
oil reserves (see NotiSur, 09/07/95).
During the three years in which the two countries have been negotiating the oil pact, Argentina's
concern has been with both oil and sovereignty over the islands. President Menem has consistently
claimed Argentine rights to a share of any proceeds from exploitation in the oil fields near the
Malvinas. But he has also used the negotiations to advance Argentina's territorial claims to the
Malvinas. Although the sovereignty issue apparently was never part of the negotiations, Menem has
insisted that by forcing Great Britain to accept Argentina's claim to a share of the oil profits in the
Malvinas region, it also implicitly accepts the legitimacy of Argentina's territorial claims there. A
key element for Argentina in demanding a percentage of the royalties on any oil extracted from the
Malvinas area was to gain a measure of control over the bidding for oil exploration licenses.
On Sept. 8, bilateral talks briefly faltered as the Malvinas government unilaterally announced
the opening of bids. Andrew Gurr, acting governor of the Malvinas, said that bidding would be
opened on Oct. 3 in London with a second round on Oct. 11 in Houston, Texas. The bids would be
for exploration rights in 19 sections, each 250 sq km in area, lying to the north and the southwest of
the islands. Argentina immediately threatened to intervene in the bidding process. Foreign Minister
Guido Di Tella warned that any company bidding on the exploration licenses would be subject to
severe sanctions under a bill pending in the Argentine Senate.
On Sept. 15, the government wrote a letter warning 80 oil-drilling companies that the it would go
to court to prevent them from bidding on contracts offered by the Falklands government. "We are
not going to permit this act of piracy," said the president's brother, Senator Eduardo Menem. The
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bidding controversy receded when British Foreign Secretary Malcolm Rifkind and Foreign Minister
Di Tella signed the oil pact on Sept. 27 in New York, where the two diplomats were attending
the UN General Assembly. The pact permits Argentina to control the issuance of a portion of the
contracts. Once the pact was approved, Argentina announced that it would open its own bidding on
Oct. 2. The agreement also allows both countries to charge royalties for oil and gas extracted from
the Malvinas region. This was a major concession by the British, who, earlier in the negotiations, had
refused to agree on any share in profits going to Argentina. During the signing ceremony, neither
government made public the exact percentages each would receive, but it was understood that Great
Britain would get a larger share of the royalties.
An Argentine newspaper reported that Great Britain's share in the royalties would be two-thirds
and Argentina's one-third on oil extractions in waters to the east of the Malvinas, and that the two
countries would share equally in royalties from waters to the west of the islands. For its part, the
Falklands government agreed to turn back an unspecified percentage of its earnings from the oil
fields to the British government to offset British expenditure on defense measures for the Malvinas.
Great Britain has maintained a significant military force on the islands since the end of the 1982
war. The pact also calls for the creation of a joint commission made up of representatives from both
countries.
The commission will make recommendations on the awarding of contracts and will oversee
exploration. The Menem administration described the outcome of the negotiations as an important
economic breakthrough in Argentina's long struggle with Great Britain over the Malvinas. Di Tella
said that the pact gave Argentina economic benefits in the Malvinas for the first time since 1833
when Great Britain established control over them. In addition, President Menem said that the pact
strengthened Argentine claims to the islands. After the pact was signed, the government took out
advertisements in the Argentine press saying, "Malvinas, one step closer." '
Nevertheless, Rifkind contradicted Menem, saying at a press conference that the pact makes no
mention of the sovereignty question. Furthermore, both he and Di Tella emphasized that the
pact implies no change in either country's conflicting claims to the islands. "We recognize that in
domestic Argentine politics it may have been thought useful to make comments of that kind," said
Rifkind. Meanwhile, the oil pact has aroused political bickering in Argentina where the opposition
parties Union Civica Radical (UCR) and Frente Pais Solidario (Frepaso) accused the Menem
administration of implicitly recognizing Great Britain's sovereignty over the islands.
"Entering into a partnership with the United Kingdom could be interpreted as Argentina
recognizing that nation's control of Malvinas waters," said Frepaso leaders. "It does not imply
any Argentine recognition of Britain's claim over the South Atlantic islands," said Di Tella.
"Great Britain is occupying them, which makes us angry. But we are not recognizing anyone as a
neighboring country. We neither lose nor gain rights, and the British neither lose nor gain rights
with this agreement."
The UCR charged that, because the two countries will jointly search for oil in the South Atlantic
well beyond the Malvinas, the pact gives Great Britain rights not only in the contested Malvinas
region, but new rights in areas that clearly belong to Argentina. The Menem administration is
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also under attack for not submitting the pact to the legislature for approval as a treaty. Instead,
Menem is asking the legislature simply to make changes in the laws governing hydrocarbons to
accommodate the terms of the pact. (Sources: Financial Times, 09/14/95; New York Times, 09/20/95;
Agence France- Presse, 09/08/95, 09/09/95, 09/14/95, 09/16/95, 09/19/95, 09/26/95; Inter Press Service,
09/25/95, 09/28/95; Reuter, 09/11/95, 09/27/95, 09/28/95; Associated Press, 09/28/95)
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